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THE SECRETARY OF STATE 
WASHINGTON 

♦ 

KEMORAl®llM TO THE PRESIDENT 




July 28, 1961 


Subject: Staley Report on Viet-Naru 


Background 

Dr. Eugene Staley and his Special Financial Group x-7ent 
to Viet-Nam at your request, as a result of Vice President 
Johnson's visit to Saigon, to examine how the Vietnamese can 
increase their defense contribution and to ma’ce reconraendations 
on the nature and size of oiir oxvn econo, aic acs-scance program. 
They have now returned with the enclosed report x.iiich was 
worked out with the Vietnamese and which, I believe, answers 
our questions. This report/is based on the assumption that, 
VTith MAP support, the regular Vietnamese armed forces 'hll 
be increased to 200,000 by December 31, 1952. The i:o_i for 
such an increase was confirmed co us on July 25 by Deyoncy 
Secretary Gilpafric iiTith the cone irrence of Secretary' McKar.ara . 
Mr. Gilnatric added that in militcirv terms tra oefer.ie of 
Viet-rNam is our most important requirement in tne Fat East. 

Report's Recommendations 


The report reco.niiizes chat mill tar ‘ -inter:. al saevrrit 
requirements musT: nave firsc call available rescvi'^es, 
and that success or the military-security oro^rav: vrill 
increased if accompanied by emer;;^ency economic and social 
measures, and by the expansion of lor;:er-ranie development 
pro3ra:;.s • 

The report calls for a short-range economic impact 
oro^ram to stren^’^then nonuiar sunport for the novemiuent, and 
for a lon'"‘er-ran''e development t>ro"‘ram aiming at a self-sus- 
taining economy. ICA is ready to start translating these 
programs into concrete terms . The report also includes the^ 
es tablishment of parallel US -Vietnamese Conzmitteas to improve 
the execution of military and economic programs. 

Costs of Recoimnendations 

The folloxvin'? table shovjs V7hat V7e -olannsd for Viet-hn . 
for FY 1952, and v;hat the report V70uld require in the w^ay or 
additional resources. 
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Joint U.S. 
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Mllita'ry Aid (MAP)- 
■ • • 

1^.0 

42.0 1/ 

• 

182 
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Supporting Assistance- . 
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• 
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Commodity Imports 

95.0 ^ 


169 . 

Projects 

4.0 
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Development Grants 

16.5 . 

• / 
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30.0 
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Development Loans 
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30.0 ^ 

30.0 
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Grand Total 
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255.5 

159.5 0 / 

415.0 


1 / 




y 

V 

y 

y 


Covars 18 months. To be financed cut of Si. 35 billion MP 
reouested of Congress which included additional unprooramrned 
funds for. SEA of $36 million. 

T\ 7 elve month figure, Vietnamese believe they need vlo9 tnilli 
of commodity import assistance from the U. S. The $7'^ million 
fio-ure here is derived by subtracting $95 million from $lb9 
million. This is not a recommended figure in report, •which 
makes no estimate for this category. 

l8 month figure. 

Commitment figure for l8 months, 

« * 

To he determined on basis of loan applications, 

« 

Staley Report talks of $85.5 million because, as Indicated 
in foot note 4, no figure recommended for commodity imports. 


Furthermore,- the Report would involve an expenditure over 
l8 months by the Government of Viet-Nam of 6,500 million 
oiasters above their normal expenditure. The Vietnamese 
Government depends heavily on the sale of commodities, under 
the U.S. -procured commodities import program, to provide it. 
v;ith the piasters needed to cover its piaster expencioure 

require men'ts. 
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As a result of the Staley Mission the Vietnamescj in 
order to increase piaster income, would increase tax, collec- 
tions, borrow from their Central Bank, float a bond issue, 
and adopt a more realistic rate of exchange in order to get 
more piasters from the commodity import program. 


f. 


The report itself recognizes that its programs . and cost 
estimates are "subject to further study to determine technical 
feasibility and precise amounts," 

* 

Probable Cost to the U.S, of Program 

The preceding table indicates that the Staley program 
could cost as much as $159 trillion over the currently proposed 
program.. Ve do not believe 'that in FY 19 d 2 we will be called 
upon to commit anywhere near this amount of additional funds: 
(1) The Staley figures are, for the most part, eighteen month, 
figures; (2) the additional military forces will not be called 
up until the present 20,000 expansion is completed toward the 
end of~196l; (3) the Emergency Economic and Social program 
cannot get under way immediately, so it may be assumed that 
at most only half the eighteen-month figure of $13.5 million 
need be committed in FY 1962; . (4) the Vietnamese estimate 
of the commodity import program is high in the light of the 

■ applicable criteria in the report. 

• 

In FY 1962 v/e estimate, therefore, that there may be an 
additional cost for the economic programs, as distinct from 
the military ones, of $10 million to $30 million dollars, 
though we must be prepared to meet the higher figure. Tnis 
would be comprised of Development Grants and of commodity 
imports particularly if, as seems likely, Viet-Nam‘s exports 
do not come up to earlier expectations. 

♦ 

In addition there would be need to make some commitments 
for longer-range programs. These, hov;ever, would be on a 
loan basis out of borrowing authority. - . 

For FY 1963 additional costs would be included as part . 
of the regular program,- ’ . 

t 

Our Position . 

I believe the Staley report gives us a good economic 
program on which to strengthen Vietnamese security and improve 
.Diem’s and his Government's popular support, I believe further 


43ECR g T > ■ 




• 4 - 

that we should indicate to Diem (by the enclosed message from 

you to' him) our views on the program , and our willingness to 

proceed, without undertaking any specific financial commitment. 

The message, does not mention any specific amount. It does, • . 

however, constitute a general commitment of the Executive ; 

Branch, subject to availability of funds, to provide aid to 

Viet-l^am in this PY and next, to carry out the report's program. 

Specific financial commitments would follow upon refinement 

of costs, using the mechanism of parallel committees, 

• • • 

• ■ • • • • 

It is recognized that Congress has cut aid funds at a 
time v/hen additional demands are increasing. Cuts are 
particularly acute in Supporting Assistance ($131 million cut 
in Senate and $100 million in House) and the Contingency Fund ' 
($200 million cut in each Hduse) from v/hich the bulk of the 
Viet-Nara program and additions thereto will derive. Nevertheless. 
I believe that the critical situation in Southeast Asia v;arrants 
priority in proceeding with the program in the report. It 
will promote the internal and external security of Viet-Nam. 

It will strengthen the Government, especially in its relations 
with the rural population. It will bring this lai’ger part of 
the population more securely within the nation. It vjill help 
Viet-Nam move tov;ard a self-sustaining economy. Finally, it 
will demonstrate our own solidarity with South East Asia, 


Recommendation 

- “ “L “I - — — — — ^ ^ 

■ I recommend you approve the enclosed draft telegram 
containing a letter from you to President Diem v;hich states 
that we will join with Viet-Nam in this program, 

• '' 
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